IMPORTANT: Solve all questions with half of the amounts as given in each question. For example, sales $20,000 given in question but you will take sales $10,000 while making solution. Operating expenses $5000 given in question but you will take half of this amount i.e. operating expenses $2500.
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E23-5B On January 1, 2017 the Molly Company budget committee has reached agree-
ment on the following data for the 6 months ending June 30, 2017.

First quarter 5,000; second quarter 6,000;
third quarter 7,000

40% of the next quarter’s production
requirements

35% of the next quarter’s expected sales units

8,000 units

Sales units:
Ending raw materials inventory:

Ending finished goods inventory:
Third-quarter production:

The ending raw materials and finished goods inventories at December 31, 2016, follow the
same percentage relationships to production and sales that occur in 2017. Two pounds of
raw materials are required to make each unit of finished goods. Raw materials purchased
are expected to cost $6 per pound.

Instructions

(a) Prepare a production budget by quarters for the 6-month period ended June 30, 2017.

(b) Prepare a direct materials budget by quarters for the 6-month period ended June 30,
2017.

E23-6B Bellemy Ltd. estimates sales for the second quarter of 2017 will be as follows:
Month Units
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Calculate the May raw materials purchases in dollars.

(CGA adapted)
E23-7B Mason, Inc., is preparing its direct labor budget for 2017 from the following pro-
duction budget based on a calendar year.

Units

35,000
30,000

Quarter Units Quarter

1 20,000 3
2 25,000 4

Each unit requires 2.3 hours of direct labor:

Instructions
Prepare a direct labor budget for 2017. Wage rates are expected to be $20 for the first
2 quarters and $22 for quarters 3 and 4.

E23-8B Wang Company makes and sells artistic frames for pictures. The controller is
responsible for preparing the master budget and has accumulated the following infor-
mation for 2017.

January February March  April  May
Estimated unit sales 12,000 14,000 10,000 11,000 11,000
Sales price per unit $50.00 $47.50  $47.50  $47.50  $47.50
Direct labor hours per unit 3.0 3.0 25 25 25

Wage per direct labor hour $12.00 $12.00 $12.00  $13.00  $13.00
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Wang expects to begin the year with 15,000 frames on hand and has a policy of carry-
ing an end-of-month inventory of 100% of the following month’s sales.

Instructions
Prepare a production budget and a direct labor budget for Wang Company by month and
for the first quarter of the year. The direct labor budget should include direct labor hours
and show the detail for each direct labor cost category.

(CMA-Canada adapted)

E23-9B Chad Company is preparing its manufacturing overhead budget for 2017. Relevant
data consist of the following.

Units to be produced (by quarters): 10,000, 12,000, 15,000, 18,000.
Direct labor: Time is 1.5 hours per unit.

Variable overhead costs per direct labor hour: Indirect materials $0.70; indirect labor
$1.20; and maintenance $0.50.

Fixed overhead costs per quarter: Supervisory salaries $35,000; depreciation $16,000; and
maintenance $15,000.

Instructions
Prepare the manufacturing overhead budget for the year, showing quarterly data.

E23-10B Morgan Company combines its operating expenses for budget purposes in a sell-
ing and administrative expense budget. For the first 6 months of 2017, the following data
are available.

1. Sales: 33,000 units quarter 1; 35,000 units quarter 2.
2. Variable costs per dollar of sales: Sales commissions 5%, delivery expense 2%, and

e ans

Prepare a manufacturing
overhead budget for the year.

(L03)

Prepare a selling and
administrative expense
budget for 2 quarters.

(L0 3)
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Instructions

(a) Prepare a cash budget for the month ended July 31, 2017, and indicate how much money,
if any, Adams Company will need to borrow to meet its minimum cash requirement.

(b) Explain how cash budgeting can reduce the cost of short-term borrowing.

(CGA adapted)
E23-16B Apple Company’s budgeted sales and direct materials purchases are as follows.
Budgeted Sales Budgeted D.M. Purchases
January $190,000 $30,000
February 210,000 35,000
March 300,000 45,000

Apple’s sales are 40% cash and 60% credit. Credit sales are collected 10% in the month of
sale, 50% in the month following sale, and 36% in the second month following sale; 4% are
uncollectible. Apple’s purchases are 50% cash and 50% on account. Purchases on account
are paid 60% in the month of purchase, and 40% in the month following purchase.

Instructions
(a) Prepare a schedule of expected collections from customers for March.
(b) Prepare a schedule of expected payments for direct materials for March.

Exercises: SetB 5
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February, and $45,000 in March. Actual selling expenses were $29,000 in January, $38,500
in February, and $37,000 in March.

Instructions

(a) Prepare a selling expense report that compares budgeted and actual amounts by
month and for the year to date.

(b) What is the purpose of the report prepared in (a), and who would be the primary
recipient?

(¢) What would be the likely result of management’s analysis of the report?

E24-2B Cuban Company uses a flexible budget for manufacturing overhead based on direct
labor hours. Variable manufacturing overhead costs per direct labor hour are as follows.

Indirect labor $0.70
Indirect materials 0.50
Utilities 0.40

Fixed overhead costs per month are: Supervision $4,000, Depreciation $3,000, and Prop-
erty Taxes $800. The company believes it will normally operate in a range of 7,000-10,000
direct labor hours per month.

Instructions

Prepare a monthly flexible manufacturing overhead budget for 2017 for the expected
range of activity, using increments of 1,000 direct labor hours.

E24-3B Using the information in E24-2B, assume that in July 2017, Cuban Company
incurs the following manufacturing overhead costs.

Variable Costs Fixed Costs
Indirect labor $6,100 Supervision $4,000

budget report.
(Lo

Prepare flexible manufacturing
overhead budget.

(L02)

Prepare flexible budget reports
for manufacturing overhead
costs, and comment on
findings.

(L0 2)
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E25-6B Baker Company’s standard labor cost of producing one unit of Product DD is
3 hours at the rate of $10.00 per hour. During August, 30,500 hours of labor are incurred
at acost of $10.10 per hour to produce 10,000 units of Product DD.

Instructions

(a) Compute the total labor variance.

(b) Compute the labor price and quantity v:

(c) Repeat (b), assuming the standard is 3.2 hours of direct labor at $10.20 per hour.

E25-7B Chino Inc., which produces a single product, has prepared the following standard
cost sheet for one unit of the product.

Direct materials (6 pounds at $2.50 per pound) $15.00
Direct labor (3.1 hours at $12.00 per hour) $37.20

During the month of April, the company manufactures 250 units and incurs the
following actual costs.

Direct materials purchased and used (1,600 pounds) — $4,192
Direct labor (760 hours) $8,740

Instructions
Compute the total, price, and quantity variances for materials and labor.

E25-8B The following direct materials and direct labor data pertain to the operations of
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Determine amounts from
variance report.

(L02,3)

‘materials purchased
and used 910 tons
Standard labor rate $12 per hour Standard hours used 3,240 hours
Standard materials price ~ $90 per ton Standard quantity of
materials used 900 tons

Instructions
(a) Compute the total, price, and quantity variances for materials and labor:
(b) +ee Provide two possible explanations for each of the unfavorable variances cal-

culated above, and suggest where responsibility for the unfavorable result might be
placed.

E25-9B You have been given the following information about the production of Lamar
Co., and are asked to provide the plant manager with information for a meeting with the
vice president of operations.

Standard Cost Card
Direct materials (6 pounds at $3 per pound) $18.00

Direct labor (0.8 hours at $5) 4.00
Variable overhead (0.8 hours at $3 per hour) 2.40

Fixed overhead (0.8 hours at $7 per hour)
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Exercises: SetB 3

The following is a production report for the most recent period of operations.

Variances
Costs Total Standard Cost Price Quantity
Direct materials $396,000 $6,450 U $9,000 F
Direct labor 90,000 3320U 7,000 F

Instructions
(a) How many units were produced during the period?
(b) How many pounds of raw material were purchased and used during the period?
() What was the actual cost per pound of raw materials?
(d) How many actual direct labor hours were worked during the period?
(e) What was the actual rate paid per direct labor hour?
(CGA adapted)

E25-10B During March 2017, Micky Tool & Die Company worked on four jobs. A Prepare a variance report

review of direct labor costs reveals the following summary data. for direct labor.
Job Actual Standard Total (03.4)
Number Hours Costs Hours Costs Variance
B257 220 $ 5,500 225 § 5,625 $ 125 F

DACa AEN 44 120 an an TEN 1 20BN TT
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Compute !he total overhead variance.

E25-12B Clinton Company produces one product, a putter called LO-Putter. Clinton uses  Compute overhead variances.
a standard cost system and determines that it should take 1.2 hours of direct labor to pro- (¢ 3)
duce one LO-Putter: The normal production capacity for this putter is 100,000 units per
year. The total budgeted overhead at normal capa is $1,000,000 comprised of $200,000
of variable costs and $800,000 of fixed costs. Clinton applies overhead on the basis of
direct labor hours.
During the current year, Clinton produced 90,000 putters, worked 94,000 direct labor
hours, and incurred variable overhead costs of $186,000 and fixed overhead costs of
$800,000.

Instructions

(a) Compute the predetermined variable overhead rate and the predetermined fixed over-
head rate.

(b) Compute the applied overhead rate for Clinton for the year.

(c) Compute the total overhead variance.

4 25 standard Costs and Balanced Scorecard

Compute variances for E25-13B Oscar Company purchased (at a cost of $13,000) and used 3,300 pounds
materials. e tariale v

e ] e T s

B S TP TR TR SRS SRR





image12.png
e h25[1].pdf - Adobe Reader - -
File

Edit View Document Tools Window Help

Sk & e nfIR K 00

Instructions
Fill in the appropriate amounts or letters for the question marks in the report.

Prepare income statement for - E25-16B Potter Company uses a standard cost accounting system. During January, the
management. company reported the following manufacturing variances.

(o4 Materials price variance $2250U  Labor quantity variance $725U

Materials quantity variance 700 F Overhead variance 500U
Labor price variance 525U

In addition, 6,000 units of product were sold at $8 per unit. Each unit sold had a standard
cost of $6. Selling and administrative expenses were $6,500 for the month.

Instructions
Prepare an income statement for management for the month ended January 31, 2017.

Exercises: SetB 5

*E25-17B Milhouse Company installed a standard cost system on January 1. Selected  Journalize entries in a

¢ transactions for the month of January are as follows. standard cost accounting
. . . system.
1. Purchased 25,000 units of raw materials on account at a cost of $4.50 per unit. Stan-
(LO5)

dard cost was $4.30 per unit. .
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Instructions

Determine the company’s break-even point in (a) number of lawns serviced per month
and (b) dollars.

E22-3B The Friendley Inn is trying to determine its break-even point. The inn has 50 rooms
that it rents at $120 a night. Operating costs are as follows.

Salaries $10,500 per month
Utilities $ 1,500 per month
Depreciation § 4,000 per month
Maintenance $ 2,000 per month
Maid service § 32 per room
Other costs $ 40 per room

Instructions
Determine the inn’s break-even point in (1) number of rented rooms per month and
(2) dollars.

E22-4B In the month of March, Paulson Spa services 600 clients at an average price of
$90. During the month, fixed costs were $18,000 and variable costs were 60% of sales.

Instructions

(a) Determine the contribution margin in dollars, per unit, and as a ratio.

(b) Using the contribution margin technique, compute the break-even point in dollars and
in units.

E22-5B Model Transport provides shuttle service between four hotels near a medical

Compute break-even point.

(L0 3,4)

Compute contribution margin
and break-even point.

(L0 3,4)

b 4
l

Compute break-even point.
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Compute net income under
different alternatives.
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(a) Prepare a CVP income statement that shows both total and per unit amounts.

(b) Compute Amber breakeven point in units.

(c) Prepare a CVP income statement for the breakeven point that shows both total and per
unit amounts.

E22-8B Morton Company had $90,000 of net income in 2016 when the selling price per unit
was $180, the variable costs per unit were $90, and the fixed costs were $540,000. Management
expects per unit data and total fixed costs to remain the same in 2017. The president of Morton
Company is under pressure from stockholders to increase net income by $72,000 in 2017.

Instructions

(a) Compute the number of units sold in 2016.

(b) Compute the number of units that would have to be sold in 2017 to reach the stock-
holders’ desired profit level.

(c) Assume that Morton Company sells the same number of units in 2017 as it did in 2016. What
would the selling price have to be in order to reach the stockholders’ desired profit level?

E22-9B Ralston Company reports the following operating results for the month of August:
Sales $350,000 (units 5,000); variable costs $250,000; and fixed costs $60,000. Manage-
ment is considering the following independent courses of action to increase net income.

1. Increase selling price by 10% with no change in total variable costs.
2. Reduce variable costs to 70% of sales.

Instructions
Compute the net income to be earned under each alternative. Which course of action will
produce the highest net income?

E22-10B Wilson Company estimates that variable costs will be 62.5% of sales, and fixed
1 CRTON AN Tl callim e vmreton o tha vmredir g 2o €A
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